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In the Matter of
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Governing Telephone Companies’ Use
of Customer Proprietary Network
Information

CC Docket No. 90-623 /
CC Docket No. 92-256 ,

]

COMMENTS OF AMERITECH

I INTRODUCTION AND SUMMARY

In a Public Notice, released March 10, 1994, the Federal Communications
Commission (“FCC” or “Commission”) asked for comments on “customers” CPNI-
related privacy expectations, and whether any changes in the rules are required to
achieve the best balance between customers’ privacy interests, competitive equity
and efficiency.”! Ameritech? respectfully submits these comments.

The three objectives sought to be balanced by the FCC are all important and
deserve equal consideration. The customer proprietary network information
(“CPNI") rules provide extensive protection of customers’ privacy expectations. The
rules, however, do not promote competitive equity and do not encourage efficiency.
Imposing extensive regulation on LECs’ use of customer information, when LECs
must compete with companies not subject to such regulation is inappropriate.
Ameritech believes that with slight modifications the rules would support the FCC’s

objectives of competitive equity and efficiency without sacrificing customer privacy.

T Additional Comment Sought on Rules Governing Telephone Companies’ Use of Customer
Proprietary Network Information, CC Docket Nos. 90-623 and Y2-256, FCC 94-63 (released March 1(),
1994) (“Public Notice”) at 1.

2 Ameritech means: [llinois Bell Telephone Company, Indiana Bell Telephone Company, Incorporated,
Michigan Bell Telephone Company, The Ohio Bell Telephone Company, and Wisconsin Bell, Inc.



IL. CUSTOMERS’ PRIVACY EXPECTATIONS ARE ADEQUATELY
PROTECTED BY EXISTING RULES

A. The Reasonable Privacy Expectations of LEC Customers are Protected

The existing CPNI rules adequately protect the reasonable privacy interests of
the customers of local exchange companies (“LECs”). A significant level of
protection is embodied in the rule requiring that multiline business customers be
given an annual notice advising them of their options with respect to restricting use
of their information. Further, by calling or writing to Ameritech any customer --
large or small -- may request at any time that their records not be used internally or
released externally, and Ameritech will honor their requests. For example,
Ameritech publishes a notice in each of its telephone directories advising customers
of their right to have their names removed from lists we provide to other companies.
These procedures ensure that customers who wish to restrict the disclosure and use
of their telecommunications records have the means of deing so.

The FCC, in the Public Notice, stated that it has previously concluded that
customers’ privacy expectations could be met without a notification obligation or a
prior authorization requirement for internal use of residential and small business
customers” CPNIL3 The policies and procedures of Ameritech described above
demonstrate that this conclusion is still true.

Moreover, in the docket implementing the Telephone Consumer Protection
Act, the FCC discussed some of the parameters of what it believed to be consumers’
privacy expectations In that docket, the FCC concluded that a “broad” definition of
a business relationship was consistent with a consumer’s reasonable privacy

expectation.4 The FCC also found that a business relationship with one company

3Public Notice at 2.

41n the Matter of Rules and Regulations Implementing the Telephone Consumer Protection Act of
1991, Report and Order, CC Docket No. 92-90 7 FCC Red 8752 (1992) (“Telephone Consumer
Protection Docket”) at q 35.




could also extend to the subsidiaries and affiliates of that company.> The FCC has
also acknowledged that a consumer’s reasonable privacy expectation is not infringed
upon by contacts from affiliated companies of a company with whom the customer
has a business relationship Acknowledgment of the premise that residential and
small business customers’ privacy expectations are not adversely affected by contacts
from a company or its affiliates, supports the conclusion that their privacy interests
are adequately protected by existing CPNI rules, and that further rules are
unnecessary.

The FCC, in the Public Notice, expressed concern about telephone company
mergers with non-telephone company partners and the impact such affiliations
might have on privacy issues.® Such affiliations do not pose a threat to consumers’
privacy expectations The privacy issues raised in such situations are no greater than
the privacy concerns of consumers with respect to mergers between two non-
telephone companies. Large international companies like Sears, American Express,
Citicorp and others, have reams of data on their customers. Arguably, this data,
particularly data in the possession of banks and securities firms, is more sensitive
than the records in the possession of the LECs. Yet, these companies buy and merge
with other companies regularly with no outcry from policymakers or consumers.

Further, the competitive marketplace will effectively place checks and
balances on the improper use of customer information. Companies that respect their
customers” wishes will gain their customers’ loyalty -- others will not. Customers
have competitive alternatives, and they will choose a company that respects their

wishes.

51d. at 34.

5Public Notice at 2.
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B. The Privacy Expectations of Competitors are Protected

Ameritech acknowledges that it would be improper to use the CPNI of
enhanced services providers (“ESPs”) to target and identify their customers, and
agrees that the current rules treating this information as the ESP’s CPNI should

remain in effect.

II1. THE CPNI RULES ADVERSELY AFFECT CUSTOMER SERVICE

A. The CPNI Rules are a Major Inconvenience to Customers

An overriding trend today in telecommunications is “one-stop shopping.”
The CPNI rules significantly disadvantage Ameritech customers when it comes to
“one-stop shopping.” For accounts that are CPNI restricted, Ameritech sales
representatives are generally precluded from having access to records that would
allow them to design an effective telecommunications package based on the
customers’ total needs.

The rules also adversely affect customer service in other ways. Ameritech has
started to use one telephone number in all its advertisements and marketing efforts
throughout the region. Having one number that puts you in contact with Ameritech
1$ a major convenience to customers. Yet, customers with blocked accounts are given
a different telephone number on their bills to ensure that they get a “network only”
representative. Currently, if a customer calls into a business office using the regional
number and that customer has a blocked account. the customer will be transferred to
a “network only” service representative. This requirement hampers Ameritech’s
regional marketing efforts and causes customer dissatisfaction.

Moreover, customers usually object to being transferred. The service
representative must then explain the reason for the transfer. At this point, often a

customer will ask that their records be unblocked, and that process will be started.



However, several minutes may have passed before the customer’s original inquiry is

addressed.

B. The CPNI Rules are Confusing to Customers

Strong anecdotal evidence collected by service representatives and others
responsible for explaining the CPNI rules to customers, suggests that customers are
confused by the rules. Many customers believe that the information “blocked” will
not be disclosed externally They do not understand that “blocking” means that
Ameritech’s own employees will not use the information. Most customers probably
expect that the various Ameritech divisions will share information, and thus, be able
to provide them with better service. There are only a few customers who object to
internal sharing of information, and they have the means of making their wishes
known. Consequently, there is no need for broad rules that inconvenience large
numbers of customers.

C. The CPNI Rules Make Account Management More Difficult and
Expensive for LECs

Not only are the CPNI rules a major inconvenience for customers but they are
also costly for the companies. The CPNI rules require that more service
representatives be hired and be available. They reduce the overall efficiency of the
business offices because the full service representatives cannot assist the “network
only” representatives when there is a backlog of calls. Similarly, CPE and enhanced
services account representatives must either ask customers to supply information
already in our records or not present a comprehensive package to customers whose
records are blocked. Customers resent this imposition on their time and sometimes

question Ameritech’s ability to manage their account.



IV. THE CPNI RULES ARE INAPPROPRIATE IN TODAY’'S COMPETITIVE
ENVIRONMENT

A. There Has Been a Dramatic Restructuring of the
Telecommunications Industry

The CPNI rules have evolved since the early eighties.” The current version of
the rules was initially imposed on the BOCs with respect to the sale of CPE on a
structurally integrated basis. Thereafter, the rules were adopted, with slight
modifications, for the BOCs’ sale of enhanced services on a structurally integrated
basis. During this lengthy period of development, refinement and implementation of
the rules, the competitive environment -- that at one time might have justified the
rules -- has changed dramatically.

Recently, the headlines have been full of news about mergers between major
players in the telecommunications industry. These mergers will create national
companies providing a broad range of wireline and wireless telecommunication
services. These are the entities that will be competing with LECs for local exchange
business.

One such milestone announcement was the announcement by AT&T that it
will acquire McCaw Cellular Communications. This is a significant event in the
evolution of competition in telecommunications. If this acquisition is approved it
would combine the nation’s largest cellular carrier with the nation’s largest

interexchange carrier.?

7The carlier “no access” version of the CPNI rules applied to AT&T and the divested BOCs in
Computer Inquiry II. Modifications were made for AT&T’s and the BOCs' provision of CPE in
Dockets 85-26 and 86-79, respectively, and for enhanced services in the Computer Inquiry Il-related
proceedings. See, In the Matter of Furnishing of Customer Premises Equipment by the Bell Operating
Telephone Companies and the Independent Telephone Companies, Report and Order, 2 FCC Red 143
(1987) and In the Matter of Amendment of Sections 64.702 of the Commission’s Rules and Regulations
(Third Computer Inquiry}, Report and Order, CC Docket No. 85-229, (released June 18, 1986).

8On April 5, 1994, U.S. District Judge Harold H. Greene ruled that this planned acquisition would
violate the Modification of Final Judgment. However, AT&T's position is that the acquisition may still
be approved if they can establish that the transaction is in the public interest. See, e.g., Judge Blocks
AT&T’s Plan to Acquire McCaw Cellular, Los Angeles Times, April 6, 1994, at Part A, Page 1.
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Another major merger recently announced is the planned acquisition by MCI
of Nextel Communications ¥ Nextel is said to be assembling a “seamless national
network” of interconnected cellular-like radio systems to enter the new competitive
marketplace. Nextel is, by virtue of recent purchases of radio licenses, authorized to
serve metropolitan areas populated by 115 million people. This merger, along with
the AT&T and McCaw merger, will create nationwide companies with the ability to
provide long distance and local exchange service.

Another potential competitive alternative to LECs is represented by the cable
television industry. In 1982 the cable industry had fewer than 30 million subscribers,
but today it has 54.5 million subscribers and passes &8 million homes or 90% of all
American households. Cable companies with this massive presence have already
announced plans to provide cable and telephone service over a single facility. In the
Ameritech region, MCI and Jones Intercable have announced plans to test a service
that will demonstrate the viability of cable systems as an alternative to telephone
systems.!! This trial is scheduled to begin some time in 1994.

Moreover, relatively new companies such as Teleport Communications and
Metropolitan Fiber Systems (“MFS”) have begun competing head-to-head with LECs
for local exchange access service. In the Ameritech region competitive access
providers (“CAPS”) are present in all of Ameritech’s major metropolitan areas and
have announced plans to expand even further into suburban and rural areas. One of
these companies, MES, has applied to the Illinois Commerce Commission for

authority to expand its services beyond access and resale and into facilities-based

9See, “MCI Acts to Build ‘Wireless’ Business,” The Boston Globe, March 1, 1994.

1ONCTA, CABLE TELEVISION DEVELOPMENTS, at 1-A to 2A (May, 1992), Jones Intercable, MCI To
Test Phone Service On Cable Lines, WALL ST. [., Nov. 23, 1993 at B6.
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local exchange service.!! MCT is also planning to enter the local access business. The
company is planning a local access trial with Hancock Rural Telephone Corporation
in Indiana. MCI plans to sell local service along with long distance service.

Neither the entities formed by the mergers nor the smaller but successful
CAPS, are subject to regulation of customer information to the degree such regulation
is imposed on LECs. Since these entities are selling the same services and competing
for the same customers, there is no basis for imposing more stringent requirements
on LECs.

B. The CPNI Rules Must Be Competitively Neutral

CPNI rules designed specifically for one product or service, or imposed on one
class of providers, are inappropriate and impractical in the current marketplace. As
discussed above, the telecommunications marketplace is converging at a rapid pace.
Artificial distinctions between service providers only result in asymmetrical
regulation without any corresponding consumer benefits.

The clear trend is that large nationwide companies from historically distinct
industries will be providing the same services and products to the global
telecommunications marketplace. Imposing CPNI rules on one group of service
providers causes marketplace inequities. Instead. the FCC and other policymakers
should strive for regulatory parity for companies competing for the same customers.

No other telecommunications companies are subject to the same level of
regulation with respect to CPNI as is imposed on LECs, and the current marketplace
reveals no valid economic justification for this disparity. All of the major competitive
alternatives to LECs are financially strong competitors -- they do not need protection

from LECs.

TIMFS Intelenet of Illinois, [nc., Application for an Amendment to Its Certificate of Service Authority
to Permit it to Operate as Competitive Local Exchange Carrier of Business Services in Those Portions
of MSA-1 Served By [llinois Bell Telephone Company and Central Telephone Company of llinois.
Mlinois Commerce Commission. Docket No. 93-0409, November 10, 1993,
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Moreover, companies, such as Merrill Lynch and American Express, are not
precluded from using information about their customers to sell them additional
services. They can freely exchange information about their customers internally.
LECs should have the same flexibility subject onlv to restrictions specifically
requested by the customer.

Telecommunications and related services are very competitive industries, and
to the extent customers’ privacy expectations are an issue, there is nothing to suggest

that those interests are impacted more when consumers obtain services from LECs.

V. RECOMMENDED CHANGES TO CPNI RULES GOVERNING
ENHANCED SERVICES AND CPE

A. The Prior Authorization Rule for Enhanced Services Should be
Eliminated

The prior authorization rule for marketing enhanced services to customers
with more than 20 lines is unnecessary in a competitive environment, and retards the
growth and development of enhanced services. Each year LECs send a notice to all
multiline business customers advising of their CPNI options. If a customer with
more that 20 lines does not respond to the notice and indicate that blocking is not
desired, enhanced services marketing personnel are precluded from reviewing
information that could meaningfully assist in the development of a comprehensive
telecommunications package. This rule substantially handicaps LEC marketing
efforts without a clear indication that it accurately reflects the customer’s intent. The
customer may not have responded because they were too busy or because they
misunderstood the notice. Yet, the effect of the rule is that until the customer
affirmatively asks to be unblocked (a process that consumes time and effort of the
customer and the LECs), that customer’s information is off-limits to the LECs’

enhanced services marketing personnel.



Elimination of the prior authorization requirement would not leave customers
without protection. Any customer who wants his records restricted will be able to do
so by a simple letter or phone call. Customers today know how to make their wishes
known. Furthermore, customers can also request that information not be released
outside of the companv This provides additional protection of the customer’s

privacy interests.
B. Interpreting the CPNI Rules Less Broadly to Permit Access to, But

Not Use of, Blocked CPNI by Service Representatives Would
Increase Efficiency

Currently, as noted above, LECs are required to have “network only”
representatives to service those customers who have requested blocking. This results
in major operating inefficiencies as discussed above. If the rules were clarified to
allow any service representative to handle a call, but not proactively sell CPE or
enhanced services to those customers who had requested blocking of their records,
operating efficiencies and customer satisfaction would increase dramatically.

Previously, when discussing the appropriateness of a prior authorization rule

for small customers, the FCC noted:

“Under a prior authorization rule, a large majority of mass market
customers are likely to have their CPNI restricted through inaction, and
in order to serve them the BOCs would have to staff their business offices
with network-services-only representatives, and establish separate
marketing and sales forces for enhanced services. Thus, a prior
authorization rule would vitiate a BOC’s ability to achieve efficiencies
through integrated marketing to smaller customers -- one of the benefits
sought through adoption of nonstructural safeguards rather than
structural separation.”!2

Service representatives could be trained on the proper procedures, and

policies could be developed that would deny compensation for sales made in

121 the Matter of Computer 111, Remand Proceedings, Bell Operating Company Safeguards and Tier 1
Local Exchange Company Safeguards, CC Docket No. 90-623 (released December 20, 1991) at 40, n.
155,
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violation of the rules This would be a major disincentive for service representatives
to attempt to sell CPE or enhanced services to customers whose records were
blocked. Such a revision of the CPNI rules would further the Commission’s objective
of efficiency, yet not compromise customers’ reasonable privacy expectations.

C. CPNI Rules Should Not Apply to the Marketing of CPE

The market for customer premises equipment is very competitive. In 1987, the
FCC found that both large and small telecommunications users are sufficiently aware
of the competitive nature of the CPE market that an initial solicitation would not
result in a sale, but would probably result in the customer contacting another vendor
for a competitive bid.'* This is even more true today when you can buy CPE at your
local K-Mart or Radio Shack. There are literally dozens of sources for the purchase of
CPE. A recentinternal analysis revealed that, in the aggregate, sales of PBX and key
systems by LECs account for between 11 and 16% of total sales of this equipment.
This small percentage of sales demonstrates that CPL providers have not been
harmed by the BOCs’ ability to sell CPE on a structurally integrated basis. Moreover,
there is no evidence that this competitive equity was achieved as a result of the CPNI

rules.

VI. CONCLUSION

Ameritech believes that the privacy expectations of customers and competitors
can be effectively met with minimal regulation. For customers who want to restrict
the use of their information, they need simply ask, and their request will be honored.
With respect to competitive information about a competitor’s network, existing FCC

rules provide an effective deterrent to the misuse of such information. Moreover, the

13In the Matter of Amendment to Sections 64.702 of the Commission’s Rules and Regulations (Third
Computer Inquiry), Report and Order, CC Docket No. 85-229, 2 FCC Red 3072 (1987) at 1152.
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competitive nature of the telecommunications marketplace eliminates the need for

extensive regulation of one segment of that industry.

Respectfully submitted,

~ ' ’ .
- A L R CEE e e

Pamela J. Andrews

Attorney for Ameritech

Room 4H74

2000 West Ameritech Center Drive
Hoffman Estates, IL 60196-1025
(708) 248-6082

Dated: April 11, 1994
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1102 ICC Building
P.O. Box 684
Wwashington, D.C. 20044

Albert H. Kramer
Robert F. Aldrich
NORTH AMERICAN

TELECOMMUNICATIONS ASSOCIATION

Keck, Mahin & Cate

1201 New York Ave., N.W.
Penthouse Suite
Washington, D.C. 20005

Stanley J. Moore

PACIFIC COMPANIES

1275 Pennsylvania Ave., N.W.
4th Floor

Washington, D.C. 20004

David E. Blabey

NEW YORK STATE DEPARTMENT OF
PUBLIC SERVICE

Three Empire State Plaza
Albany, NY 12223

James P. Tuthill

PACIFIC BELL/NEVADA BELL
140 New Montgomery St.
Room 1522-A

San Francisco, CA 94105

Phillis E. Hartsock
NATIONAL TELECOMMUNICATIONS

& INFORMATION ADMINISTRATION
U.S. Department of Commerce

l4th St. & Constitution Ave., N.W.

Washington, D.C. 20230

Raymond F. Burke

Saul Fisher

NYNEX TELEPHONE CO.

400 Westchester Ave.
White Plains, NY 10604

Brenda L. Fox

NATIONAL CABLE TELEVISION ASSOC.

1724 Massachusetts Ave., N.W.
Washington, D.C. 20036

Theodore D. Frank

NORTHERN TELECOM, INC.

Arent, Fox, Kintner, Plotkin
& Kahn

1050 Connecticut Ave., N.W.

Washington, D.C. 20036

R. Michael Senkowski
TELE-COMMUNICATIONS ASSOC.
Wiley & Rein

1776 K Street, N.W.
Washington, D.C. 20006



Robert C. Maynard
THE TRIBUNE

309 13th Street
Jakland, CA 94623

Jack E. Herington

UNITED STATES TELEPHONE ASSOC.
Chadvourne & Parke

1101 Vermont Ave., N.W.

Suite 900

Washington, D.C. 20005

Jonathan D. Blake

TELOCATOR NETWORK OF AMERICA'S
CELLULAR TELECOMMUNICATIONS
DIVISION

Covington & Burling

1201 Pennsylvania Ave., N.W.
Wwashington, D.C. 20044

Paul Glist

UNITED CABLE TELEVISION CORP.
Cole, Raywid & Braverman

1919 Pennsylvania Ave., N.W.
washington, D.C. 20006

Ronald L. LeMay

UNITED TELEPHONE SYSTEM, INC.
2.0. Box 7927

Jverland Parks, KS 66207

Stephen R. Bell

TYMNET, INC.

Squire, Sanders, & Dempsey
1201 Pennsylvania Ave., N.W.
Washington, D.C. 20004

David S. Sather

U.S. WEST, INC.

1020 19th Street, N.W.
Washington, D.C. 20036

John R. Hoffman
US TELECOM, INC.
2330 Shawnee Mission Pkwy.
Shawnee Mission, KS 66208

Richard G. Mills

UNITED STATES COUNCIL FOR
INTERNATIONAL BUSINESS
1212 Avenue of the Americas

New York, NY 10036

John W. Pettit

WANG LABORATORIES, INC.
Hamel 7 Park

888 Sixteenth St., N.W.
Washington, D.C. 20006



Deborah F. Bizzak
GRAY COMMUNICATIONS
575 Virginia Drive

Fort Washington,

PA 19034

V. Louise McCarren

VERMONT PUBLIC SERVICE BOARD

120 State Street

Montpelier, VT

AUDICHRON COMPANY
3620 Clearview Parkway

Atlanta, GA

30340

Leon M. Kestenbaum

‘'US Sprint Communications Co.

1850 M Street, N.W

Suite 1101

Washington, D.C.

Frank J. Kelley

MICHIGAN PSC

1000 Long Blvd.

Suite 11
Lansing, MI

48910

05602

20036

Jay Keithley

UNITED TELECOMMUNICATIONS, INC.
1850 M Street, N.W.,

Suite 1110

Washington, D.C. 20036

Stephen W. Sullivan
CALLER-TIMES PUBLISHING CO.
P.O. Box 91136

Corpus Christi, TX 78469

Martin T. McCue

UNITED STATES TELEPHONE ASSOC.
900 19th Street, N.W.

Suite 800

Washington, D.C. 20006-2107

Steven M. Schur

PUBLIC SERVICE COMMISSION
OF WISCONSIN

P.O. Box 7854

Madison, WI 53707

Nancy C. Garrison

U.S. DEPARTMENT OF JUSTICE
5S5 4th Street, N.W.

gth Floor

Washington, D.C. 20001



-

J. Cale Case

Marc A. Fournier

'LLINOIS COMMERCE COMMISSION
527 East Capital
Springfield, IL 62706

Patrick M. Scanlon

Adair, Scanlon & McHugh, P.C.
1925 K Street, N.W., Suite 411
Washington, D.C. 20036

James P. Denvir
Akin, Gump, Strauss, Hauer
& Feld
1333 New Hampshire Ave., N.W.
Suite 400
washington, D.C. 20036

Paul Tucker
KNIGHT-RIDDER, INC.
2100 W. 89th Street
Leawood, KS 66206

Dr. Harry Gillespie
Gillespie Consulting Group
2533 South Highway 101
Suite 240

Cardiff, CA 92007

Howard C. Davenport
DISTRICT OF COLUMBIA PSC
451 Indiana Avenue, N.W.
Washington, D.C. 20001

General Services Administration
AUTOMATED DATA AND
TELECOMMUNICATIONS DIVISION

LX - Room 4002

18th & F Street, N.W.
Washington, D.C. 20408

Michael J. Sanier

MESSAGE WORLD

6062 Burford Hwy., Suite 205
Norcross, GA 30071

Vincent Murone

COMMUNIQUE TELECOMMUNICATIONS INC.

4015 Guasti Rd4.
Ontario, CA 91761

Sandra Weis

TRINTEX

445 Hamilton Ave.

White Plains, NY 10601



